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Bill 17 (2007~— Relatingto theAssessmentofPronertvfor RealPronertyTa~~mpo~

TheHawaii GovernmentEmployeesAssociation,AFSCME, Local 152, AFL-CIO agr4~ctherflsa~ed
to providepropertytax relieffor Oahupropertyowners. However,we firmly opposeBiJEli7, ~iiel~j
imposespropertytax capssimilar to Proposition13. Propertytax capscarryramificati ?~1tat~tdi~
well beyondtheproblemthey claim to address.Thesearemostvaluablefor taxpayers osehomesare
appreciatingmostrapidly,but will providelesstaxrelieffor homeownerswhosepropert5’valu~are
stagnarnor declining.

While Bill 17 callsfor agraduatedcapon propertytaxestied to how longthepropertyis owed,westill
believeit is problematicbecauseit will significantlyreducerevenueto theCity andCountyof Honolulu.
Suchlimits on propertytaxesoften leadto greaterthanexpectedreductionsin vital public services,
including roadmaintenance,parks,policeandfire protection. Sincepropertytaxesremainthesingle most
significantsourceof revenuefor theCity andCountyofHonolulu,wemustnotoverreactto recentshort-
termchangesin propertytax valuesby endorsingpermanentreductionsin propertytaxes,wl~jchcould
resultin public servicecuts,increasingotherfeesorboth. Propertytax increasesanddeclinesarecyclical.

Anotherproblemis thatcapsusuallyincludean “acquisitionvalue” rule thatresetstheassessedvalueof
propertiesto equaltheirmarketvaluewhentheyaresold. Thiscreatesunfairdifferencesbetweenthetax
treatmentof similarhomesthatwerepurchasediii different years.

If tax relieffor low/fixed incomehomeownersis the goal,assessmentcaps(evengraduatedones)arenot
themosteffectivetax strategy.Propertytax capsareexpensiveandpoorly targeted.A lessexpensive
andmoretargetedapproachis a “circuit breaker”tax credit, whichprovidestax breaksto low-incomeand
elderlytaxpayersfor whom propertytaxesexceedacertainpercentageof theirincomesabovewhich
propertytaxesareconsideredtoo burdensome.Propertytax relief shouldalleviatethetaxburdenfor
thosewho canleastaffordthepropertytax increase.

Thankyou for theopportunityto provide testimonyin oppositionto Bill 17.

Respectfullysubmitted,

fr’~NoraA. Nomura
LegislativeOfficer
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